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1945 1944 
OCTOBER SEPTEMBER AUGUST , OCTOBER 
MONTH END DATA 
Shores DOE ww ee ee oe we we ED 1,573 1,554 1,548 1,481 
Share Issues Listed ; (No.) 1.267 1,261 1,263 1,246 
Par Value of Bonds Listed (Mil. S) 124,802 125,252 126,593 101,088 
Bond Issues Listed : (No.) 1,000 1,005 1,017 1,058 
Total Stock and/or Bond Issuers (No.) 1,174 1,179 1,182 1,179 
Market Value of Listed Shares (Mil. S$) 69,561 | 67,065 64,315 53,087 
Market Value of Listed Bonds (Mil. S$) 128,741 128,511 129,748 101,801 
Market Value of All Listed Securities (Mil. S) 44,23 195,576 194,063 154,888 
Flat Average Price—All Share Issues F (S) 198,302 57.09 55.44 49.26 
Shares: Market Value — Shares Listed F (S) 58.71 43.17 41.55 35.84 
Bonds: Market Value — Par Value F (S) 103.16 | 102.60 102.49 100.71 
Stock Price Index (12/31/24 100) FG (%) 89.2 | 86.0 82.6 69.7 
Member Borrowings on U. S. Gov't Issues (Mil. S) 323 | 350 351 250 
Member Borrowings on Other Collateral (Mil. $) 588 be 596 563 
Per cent of Market Value of Listed Sharest (&) 0.85 | 0.89 0.93 1.06 
Member Borrowings—Total : (Mil. $) 911 | 947 947 813 
N. Y. S. E. Members’ Branch Offices (No.) 820 | 815 819 790 
Total Non-Member Correspondent Offices (No.) 2,395 | 2,378 2,369 2,334 
Customers’ Net Debit Balances AB (Mil. S$) 1,063 | 1,084 1,100 950 F 
Credit Extended on U. S. Gov't Obligations | 
Included in Preceding Item AB (Mil. S) 158 | 153 — N. A. 
Customers’ Free Credit Balances AC (Mil. $) 632 | 594 573 430 EF 
DATA FOR FULL MONTH | 
Reported Share Volume .. . (Thou.) 35,476 25,135 21,714 17,534 
Daily Average (Incl. Saturdays) (Thou.) 1,478 1,093 Note H 701 
Daily Average (Excl. Saturdays) . (Thou.) 1,545 1,192 1,034 766 
Ratio to Listed Shares a (Sc) 2.27 1.62 1.40 1.18 
Total Share Volume (Incl. Odd Lots)* (Thou.) 61,755 31,275 28,565 23,149 
Money Value of Total Share Sales* (Thou. $) | 1,290,310 921,722 TOS,age7 616,802 
Reported Bond Volume (Par Value) (Thou. $) 143,971 | 109,778 118 937 166.619 
Daily Average (Incl. Saturdays) (Thou. $) 5,999 | 4,773 Note H 6,665 
Daily Average (Excl. Saturdays) (Thou. $) 6,219 5,344 5,664 7,200 
Ratio to Par Value of Listed Bonds (%) 115 087 094 165 
Total Bond Volume (Par Value)* (Thou. $) 159,869 111,792 134,911 185,232 
Money Value of Total Bond Sales* (Thou. $) 112,871 82,146 94,819 130,747 
N. Y. S. E. Memberships Transferred (No.) 5 34 5 2 
Average Price (S) 75,600 67,500 62,000 73,500 
Nov. 15 | Oct. 15 Sept. 14 Nov. 30 
Shares in Short Interest* (Thou.) 1,566 | 1.404 ba27 1,436 
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Railroads Grasped Opportunity 
Offered by War-Time Traffic 


a 





An Over-all Survey Discloses How the Carriers 
Met «Chance of a Lifetime” to Reduce Debt 


By PHILIP J. MAGGIO, Argus Research Corporation 


\ the past five years. railroads through- 

out the nation witnessed a_ radical 
transformation in their finances. Bank 
loans. short-term notes. unpaid property 
taxes. impending bond maturities and de- 
pleted cash resources. which had plagued 
railroad management. were swept away 
under the momentum of expanding earn- 
nings from a war economy. The wide- 
spread progress of financial rehabilita- 
tion manifested itself in practically every 
railroad, the impregnable. the marginal 
and the weak systems alike. 

In all but a few exceptions, the danger 
of insolvency no longer remains a major 
concern to the railroads. and a fair mea- 
sure of financial stability can be antici- 
pated in the industry for possibly another 


5 years. It is impossible to look further 
into the future than that. With their large 
working capital and the prospects of con- 
tinued good earnings at least in the initial 
post-war recovery. the railroads should 
demonstrate further gains in debt retire- 
ment and refunding operations. While 
other important considerations, particu- 
larly traffic levels. operating costs and 
freight rates. will exert a strong influence 
on railroad stock and bond prices in the 
post-war era. the industry has clearly 
made great strides toward improving one 
of the major determinants of securities 
values. 
Throughout the 1930°s. the nation’s 
railroads were not provided with a real 
opportunity to adjust their debt structure 


1945 





in line with the industry's lower earning 
power. The business recovery of 1935-37 
developed at a time when railroad cash 
had been greatly depleted by the ex- 
tremely * unprofitable years — between 
1932-34. Most of the cash acquired dur- 
ing the short-lived boom (1936-37). there- 
fore. was diverted to payment of floating 
debt. especially loans from banks and 
the Reconstruction Finance Corporation. 

Modest additions were made to work- 
ing capital. but only scattered gains were 
witnessed in bond retirements. Great 
Northern. New York Central. Pennsyl 
vania and several others managed to solve 
near-term bond maturities. but the vast 
majority of plans still in the formative 
stage were engulfed in the precipitous 
downslide in earnings which began in 
the late spring of 1937. 

By 1940. the railroads made practically 
no progress in debt reduction from the 
peak range of 1929, In fact, total long- 
term debt increased about S150 million 
in the intervening years to $11.288 mil- 
lion. (See Table I on page 6.) The retire- 
ments of 1935-37 were washed away by 














additional loans in 1938-39. so that the 


railroads at the beginning of the war 
stood once again at the precarious level 
of 1929. only in a greatly weakened con- 
dition to withstand any further shocks to 
genera! business. These were the circum- 
stances when American industry prepared 
to mobilize its resources for war. and 
from this point began their accomplish- 
ments toward financial stabilization. 

The strengthening of current finances 
continued concurrently with the whole- 
sale programs of debt retirement. 
Table Il.) At the end of 1939. Class | 
roads had been plunged into a working 
capital deficit of almost $1.3 billions, due 
largely to interest matured and unpaid 
of S881 millions. By June 30. 1940. the 
deficit was converted into a net current 
item of $327 aided in 


measure by the elimination of defaulted 


(See 


millions. some 


A We ewes 


bond interest from the current liability 
account and through reorganizations. 
Three years later. June 30, 1945. working 
capital had soared to 51.6 billions. a level 
which appeared adequate for the most 
extensive financial requirements. From 
then on. the railroads shifted their greater 
emphasis to debt retirement. and in the 
two years of 1943-44. an amazing reduc- 
tion of over a billion dollars in long-term 
debt was accomplished. In contrast to 
the $150 millions expansion in debt from 
1929-40. the railroads slashed almost $1.5 
billions from their debt burden in 4 years 
from January |. 1941 to the 1944 vear- 
end. 

Undoubtedly. another sizable cut-down 
will develop in 1945, although the amount 
may not duplicate the totals of 1943 and 
1944. due to materially higher market 
prices for outstanding bonds, larger divi- 
dends to stockholders. lower earnings and 
cash requirements for call premiums on 
refunding operations, Nevertheless. net 
reached $1.776 mil- 
1945. or an amount 
over 3 times the 3517 millions reported 
in 1929, 


current assets had 


lions on June 30. 


Working Capital 


The hope of continued financial sta- 
bility in the post-war period rests largely 
in the working capital already maintained 
by the additions are 
likely to develop during the remainder 


carriers. Further 
of 1945 and the immediate succeeding 
years, until the uptrend is again reversed 
by declining earnings beyond the break- 


even point. At present. however. liquid 





resources are undoubtedly in a formidaile 
condition, when compared to annual 
fixed charges of around $500 millions. 
Although the entire $1,776 millions can- 
not be considered free cash, due to the 
necessity of operating requirements, these 
funds can surely safeguard finances for 
the bulk of the nation’s railroads until 
the 1950's. 

The war years brought varied accom- 
plishments among individual railroads, 
either because of the extent of partici- 
pation in our war economy, accumulated 
unpaid bond interest, tax status or other 
factors restricting the power of manage- 
ment to engage in large-scale debt retire- 
ment. The Western railroads received the 
greatest impetus from war production 
and freight movements in relation to pre- 
war levels, and therefore demonstrated 
among the most remarkable improve- 
ments in finances. 

The tax position was highly favorable 
to railroads with extensive networks of 
lines and large investments in property, 
in addition to those companies which re- 
ported little or no earnings in the imme- 
diate pre-war years. Extraordinary excess 
profits tax exemptions were responsible 
for record earnings of many western rail- 
roads. while the opposite was true for the 
compact and_ well-established carriers 
with basically good earning power. The 
Pocahontas roads, soft coal carriers, for 
instance, actually reported lower net earn- 
ings during the war than in the immediate 
pre-war period. 

More specifically, the marginal rail- 


(continued on page 6) 





Reactions of 
Securities 
and Industry 
lo the kritish 
Program 


By NORMAN CRUMP 
Financial Editor 


Sunday Times, London 


LONDON—During recent weeks stock 
markets in Britain have remained very 
steady. Prices are still below their pre- 
election level. but have recovered well 
from the sharp fall which followed the 
declaration of the polls. 

One factor which has assisted markets 
is the realization that the new Govern- 
ment will follow its predecessor’s policy 
of cheap money. Indeed there have been 
one or two suggestions by the Chancellor 
of the Exchequer to the effect that once 
the autumn Savings Campaign is con- 
cluded, there may be a reduction in the 
rate of interest. These suggestions have 
been made in very tentative language. 
and can hardly be regarded as definite 
undertakings. Yet they have been suf- 
ficient to maintain a firm tone in the 
gilt-edged market. 21% per cent Consols. 
which were quoted at 83%, just before 
the declaration of the polls, stood on 
October 8 at 88 13/16. 

One of the securities quoted in the 
gilt-edged market is Bank of England 
stock. The dividend on this has remained 
unchanged at 12 per cent since 1923. 
Immediately before the General Election 
result was known, it was quoted at 381, 
giving a vield of 3.15 per cent. The re- 
turn to power of the Labor Government, 





which was pledged to nationalize the 
Bank at an early date. caused the stock 


to drop to 3571s. An immediate rally 
followed. and during the past 2 months. 
investors have recovered their confidence. 
and on October 8 .the stock was quoted 
c 
4 


1 
315. or several points higher than 


at 38 
its pre-election price. 

There are two explanations of this re- 
covery, First there is the general expec- 
tation of cheaper money. Next there was 
the reassurance given by Lord Catto. 
Governor of the Bank of England, at the 
recent half-yearly meeting of the Bank. 
to the effect that when the ownership of 
the Bank was transferred to the Govern- 
ment. existing stockholders would _ re- 
ceive equitable treatment. More light may 
be thrown on this when the terms of the 
Bill to nationalize the Bank are published 
(present indications are that this will be 
almost immediately). Meanwhile it ap- 
pears to be the Government's policy to 
treat existing owners very fairly. when- 
ever an undertaking is nationalized. 


Favorable Deal 


This belief in equitable treatment has 
also helped other securities in industries 
scheduled for nationalization during the 
present Parliament. Take British railway 
stocks as a typical example. London, Mid- 
land & Scottish Ordinary shares fell from 
28! to 24 immediately after the election 
results were known. The price has since 
recovered to 2734. London & North East- 





ern 4 per cent First Preference stocks 
similarly fell from 56! to 50: and has 
since risen again to 5514, Views as to 
the likely stock: 


holders by the Government are not so 


treatment of railway 


easy to form as those on the treatment 
of Bank of England stockholders: for the 
earnings of British railways have under- 
gone wide fluctuations during recent years. 

On the other hand. while the Bank is 
to be nationalized at once, | doubt if the 
railways will be nationalized for at least 
2 or 3 years. To begin with the Gov- 
ernment and Parliament will be fully 
occupied on other tasks. Next the na- 
tionalization of railways forms part of 
the very complicated problem of legis- 
lating for the country’s transport system 
hy rail. road. canals and even sea (coast- 
wise) and air. Finally the railways are 
already under Government control. and 
there would be no difficulty in continu- 
ing the control until the Government and 
Parliament were ready to nationalize. 

During recent weeks the main body of 
industrial securities have remained rea 
sonably firm, but with litthe general mar- 
ket activity. Many industrialists are now 
wrestling with problems of reconversion 
and switching over from war to normal 
production, 

War contracts are coming to an end. 
there is a general shortage of labor. and 
it is not always easy either for indus- 
trialists or Government departments to 
reconcile immediate needs with wider 
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considerations or long-term problems. 
The plain truth is that British industry 
was wound up so tightly to its war task 
that the process of unwinding is bound to 
creak here and there and to give rise to 
temporary difficulties. 

mentioned by 


One point can be way 


of illustration. By common consent the 
demobilization of a man from the Forces 
is timed according to his age and length 
of service. This is accepted as the only 
fair system from the human standpoint. 
But it stands to reason that those men who 
were of most use to industry during 
World \\ ar Il. were the last to be called 
to the colors. 


This means that they will 


be among the last to be demobilized, 
whereas from the standpoint of industrial 
efliciency they should be the first to be 
demobilized. Here is an obvious conflict 
of efliciency and equity. and the system 
of releasing a limited number of men out 
of their turn (under Class B) can only be 
a palliative. Nevertheless considerations 


of justice and humanity must come first. 
Uneven Front 


For these and other reasons. industrial 
company results and dividends during the 
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STEEL FACTS 


next few months are likely to reveal a 
checkered pattern. One company will do 
surprisingly well, while another will have 
a setback. 
still to be resolved. including the future 


There are also several doubts 


taxation of industry. The Chancellor of 
the Exchequer. Mr. Hugh Dalton. has 
just announced the autumn budget. Effec- 
1946, the Excess Profit 
Tax will be reduced from 100 “ to 60. 


tive January |, 


while on April 6. i946, the income tax 
rates will drop from 50° to 45%. 






In these circumstances the investor 
who wants an early profit is inclined to 
leave Instead he is 


going in for the more speculative gold- 


industrials alone. 
mining shares. stimulated by reports of 
new gold developments in South Africa, 
Some of these mines will no doubt turn 
up trumps. and while others may prove 
disappointing. the general faith in the 
future of gold remains. There are also 
occasional rumors of a devaluation of 
the pound in terms of the dollar and 
therefore of gold. This is far too big a 
and | 
that in 


complete 


subject for me to discuss today. 
will content myself with saying 
these 


my view rumors are 


nonsense, 

What is of far more pertinence to the 
holder of gold future of 
South African taxation of the profits of 


shares is the 


the mines. Here there are fair prospects 
of some alleviation. 

(This article was released to THE Ex- 
CHANGE by British Information Services.) 


Cash and Other Assets 
of Investment 
Companies 


NVESTMENT companies as a group 

increased their cash during the Sep- 
tember quarter. Total cash and U. S. Gov- 
ernment bond holdings of the 30 largest 
broadly diversified funds amounted to 
$114,000,000 at the end of the period, 
against $99,000.000 three months before. 
The companies. according to statistics 
compiled by the National Association of 
Investment Companies. heid total assets 
amounting to $1.283,000.000 as of Sep- 
tember 30, 

The table presents data on the 15 com- 
mon stocks most widely held by invest- 
ment concerns. 


15 Common Stocks Most Widely Held By 30 Investment 
Companies on June 30, 1945 


No. of Funds 


Holding Name of Stock 


No. of 
Shares Held 


“, of No. Shares 
He'd 
June 30. 1945 


Market Value 
of Shares Held 


Outstanding 


Stock Held 





22 North American Company. 1.295.300 $35.296.925 15.1% 1.300.300 
22 Montgomery Ward ............ 285.000 19.950.000 5.5 288 200 
21 Standard Oil (N.J.) 89.700 11.666.550 0.7 205.700 
19 Chrysler Corporation 133.700 16.762.638 3.1 136.200 
19 Kennecott Copper ......... 82.100 7.693.725 Rat 175.100 
18 General Motors Corporation 173.100 12.809.400 0.4 189.200 
l7 E. I. duPont de Nemours. 61.400 11.451.100 0.6 63.700 
lo Sears. Roebuck 127.900 17.906.000 2:2 124.600 
lo International Nickel .......... 183.700 6.750.975 1.3 203.700 
15 American Gas & Electric.... 254.550 9.959.269 Te | 277.950 
15 Union Carbide & Carbon 99.000 9.590.625 99.600 
15 RC. ERR ie Seen een eee 169.900 9.429.450 1.9 169.100 
15 United States Rubber.......... 117.700 8.136.013 6.7 122.300 
15 Paramount Pictures 197.600 7.706.400 5.3 208.900 
14 ROEOe GOMNERF oc od ocs cic 0 55's 174.600 9.341.100 1.6 181.600 


: Contrast of Current Electrical Equipment Company 
; Karnings with 5-year Average Shows Lower Rate 





m \ IEN all the companies engaged in mii statistics in cases where they have been 
i he electrical equipment field, which — Competitive Picture Emphasized — ade public thus far. 
2 al -ted on the New York Stock Ex- - = ‘ ae . It is fair to assert that no department 
és change. are brought together in a group. When Listed Concerns Are of industry will be more eehai ct i 
ns as the table below. it is possible to pic- Grouped the nation’s economy after the shackles 
2 ture active competition after re-conver- of re-conversion from war to peace are 
dl sion work is completed, Cable Corporation are worth reciting in thrown aside. Tf it is reasoned that the 
a fhe fact is, however. that all the com- — the premises. This issue has preference = motor cat field is receiving more atten- 
| panies will not be competing with one over the common as to Sta share a vear tion than most’ others in’ regard to 
in , another in a restricted line of products. and is non-cumulative for any calendar expected volume-production. the fact in- 
te Fhe term “electrical equipment” covers a vear except a year in which net earnings — trudes that electrical equipment is essen- 
wide area of manufacturing: certain con- — available for the Class A dividends have tial in motor vehicles and production of 
we cerns specialize in items which others do amounted to 88 or more per share on the © such equipment runs abreast of the out- 
of not produce, and individual corporations Class A shares outstanding at the end of — put of the automobile factories. 
of of the roster engage in the making of 


eoods not to be classed strictly in the field 


of machines—such as cables. 


that particular vear. 


State of Earnings 


Broad Scope of Use 


Housing. factory enlargement. modern 














X- \ notable fact to be drawn from the This is somewhat complicated but re- farm paraphernalia. the betterment of 
3 statistics of earnings is that. even during = solves itself with a second reading. railroading and ocean transportation 
the vears of massive production for war Scrutiny of the list will show quickly the — these departments of the economy have a 
purposes. the dollars-per-share figures issues whose earnings for the first half dependency upon electrical equipment. 
is were. in most cases. rather moderate. of 1945 were running at a rate higher When the production of electrical ma- 
Only 4 of the 17 companies earned more than the 5-year average. There is only chines and allied products is studied as a 
than $3 on the average. the $4.71 in case one issue Sylvania Electric Corporation medium for investment. research verges 
of General Cable Corporation applying which, up to June 30, disclosed a on over into nearly all other agencies of 
to its Class A stock. The majority earned — yearly rate higher than the average. Elec- industry and transportation. 
an average for the 5 years. 1940-1944. of — tric Storage Battery Company was run- 
uP considerable less than $3 a share. ning along not far from the average. but a ae 
‘P ‘ . most of the remaining issues displayed Coming into Drive's 
Vv Looking Forward lle 3 Home Stretch- 
- — figures for the half-year considerably un- : 
Earnings like these during a boom der the 5-year average. BLY MORE 
- period lend themselves to close study Incidentally. the reported earnings per- VICTORY 
in when effort is made to project the elec- share after re-negotiations of war-time BONDS! 
ia trical equipment business into the post- net earnings are reflected in the tabled 
oe re-adjustment years. The base is not high 
. from which per-share earnings might re- EARNINGS PER SHARE ON ELECTRICAL EQUIPMENT COMPANY 
a cede under stress of competition before = G@OMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 
7 arousing question about dividends. When : 
the 6 to 9 months results of 1945 are laid = “mPa” Bi yg 1945" 
wt rity gueing ar inprettaragtnl od Ea $3711) Omos. Sept. $2.45 
es or Anaconda Wire & Cable Co. 3.88 6 mos. June SBeg 
cases. that a considerable contraction of — The Black & Decker Mfe. Co. 2.38 Year Sept. 2.50(F) 
profits has occurred this year. Copperweld Steel Co. S42 9 mos. Sept. 0.90 
But study would hardly stop with con- — Cornell-Dubilier Electric Corp. 271 6 mos. Mar. 0.96 
sideration of one side of the picture. Cutler-Hammer Ince. 2.45 6 mos. June 0.96 
Next vear’s taxes will be lower. “draw- Electric Storage Battery Co. 2.53 6 mos. June 1.15 
i hacks” from past excess profits taxes are Emerson Electric Mfg. Co. 2.20 
1945 available under the Federal law. and it is Gamewell Co, 1.80(2) 3 mos, Aug. 0.26 
0) reasonahle to expect that so much of the General Cable Corp. 01.32 ( 1) 9 mos, Sept. yep a 1D) «4) 
a re-conversion interval to peace conditions General Cable Corp.. Class A a7 " ete apo H) 
0 is passing this year. the present is hardly General Electric wag Lis a 120 
a tea Xi alt aii power. The Master Electric Co. 2.99 6 mos. June 1.09 
on : : : MeGraw Electric Co. 2.42 12 mos. June .i2 
00 \ feature of this category of stocks to Square, D Company 1.66 6 mos. June 2.09 
ves be noted is that only 1 common stock’s — SyJyania Electric Products Ine. 1.22(2) 6 mos. June 1.59 
an earnings is overshadowed by arrearages Westinghouse Electric Corp. Ltn) 9 mos. Sept. 1.05 
a0 in dividends on senior stock. In fact. Weston Electrical Instrument Corp. 3.9013) 6 mos. June [52 
00 relatively few of the equities of the table | <a ee eee 
a are preceded by preferred. The terms (D) Deft. “E) Estimated, (1) After inventory reserve. (2) On present number of shares. 
00 surrounding senior dividends of General (3) After post-war adjustment reserve. 


(4) Disregarding preferred arrears, 








Railroads’ Record 


In War Period 


‘continued from page 2) 


roads emerged with the most significant 
ichievements in lower fixed charges and 
debt reduction. Not only was the latter 
group favored by large property invest- 
ment in most cases, and huge excess profit 
tax credit carryovers. but their outstand- 
ing bonds sold at wide discounts from 
par value. Under these circumstances. 
substantially larger bond purchases could 
be made with the available cash re 
sources, in relation to the opportunities 
afforded to other better calibre railroads 
with bonds selling close to or above pat 
value. A remarkable illustration of un- 
usual market opportunities can be seen 
in Missouri-Kansas-Texas. which pur 
chased over $36 millions principal 
amount of bonds with $20.9 millions in 
cash from November. 1942 to the 1944 
year-end. 

The relative trend of working capital 
among indiyidual railroads (see Table 
IIf) reflects a combination of earning 
power and financial policies of manage- 
ment. Generally. the companies with ex- 
traordinary war profits recorded extraor- 
dinary advances in cash and_ other 
liquid assets. but an even more decisive 
influence on working capital has been the 
extent of debt retirement during the war 
years. 

Some managements preferred — the 
strengthening of the cash account and 
others had no alternative because of the 
unavailability of callable bonds. The 
adoption of conservative or liberal divi- 
dend policies have also been instrumental 
in determining the amount of free cash 
carried into the post-wal period, 
Pacific. 


Southern Railway accepted involuntarily 


Union Pennsylvania and 
the building of working capital against 
debt retirement. because of the large 
price-premiums on outstanding bonds 
and the limited number of mortgages 
bearing immediate call privileges. On the 
other hand. Nickel Plate was impelled by 
bond maturities to concentrate on debt 
retirement and make use of all available 
eash. Chesapeake & Ohio preferred to 
maintain a $3.50 dividend rate at the ex- 
pense of working capital. while the Santa 
ke embraced the police vy of debt reduction 
and large dividend payments to  stock- 
holders. 

From the standpoint of fixed charges. 
Nickel Plate and Southern Pacifie have 
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Table | 
LONG-TERM DEBT REDUCTION OF CLASS | RAILROADS 


December 3] 1944 1943 1942 194] 1940 


Funded Debt Un 


matured 


$7.923.4 $ 8,378.3 


1940-44 1929- 10 


Change Change 


Equipment Notes =: Se oe ee ee 
Debt in Default 590.9 757.8 di23 879.5 994.2 103.3 : 994.2 
Receiver & Trustee 
Cts. 9.1 9.3 136.7 162.4 163.3 154.2 + 154.2 
Non-Neg. Debt to 
Afhil. 526.1 543.8 540.9 518.6 510.3 t 15.8 81.8 
Total Debt $9,830.2 $10.462.8 $10.879.5 $11.186.1 $11.288.3 $1.458.1 +8 150.1 
Potal Fixed Chgs. 566.4 597.1 658.87 619.6 608.6 412.2 106.0 


Notes: Figures in Millions. 


tInmcreased charges due to heavy 


"Funded Debt Unmatu 


rental payments 


red and Equipment Notes combined prior 





demonstrated the most. striking perfor- 
mance among the nation’s leading rail- 
road systems. Nickel Plate established the 
highest mark because it devoted all avail- 
able resources on debt retirement and did 
not pay a single dollar of dividends to 


and therefore. accumulated large earn- 
ings for debt reduction and still preserved 
a sizable working capital. 

New York Central has made only mod- 
est inroads in its unusually burdensome 
fixed charges. since it has neglected thus 





Table il 
WORKING CAPITAL GAINS OF CLASS I RAILROADS 


Current 


June 30 Assets 
1945 $4.660 
1944 1,471 
i943 3.869 
1942 2,205 
194] 1.616 
1940 1,242 


Note Figures in Millions, 


Current Current Net Working 
Liabilities Ratio Capital 
$2.824 1.63 $1.776 
2.811 1.59 1,660 
2,268 1.71 1,601 
1,291 1.71 914. 
926 1.75 690 
915 1.36 327 





stockholders throughout the war years. 
notwithstanding the largest earnings wit- 
nessed in the history of the company. 
Southern Pacific was favored by heavy 
movements of transcontinental business 


and high excess profits tax exemptions. 


far to undertake a sizable buying program 
on outstanding obligations. The latter 
company has now reached a_ position 
where a beginning can be made_ in 
tackling the large refunding and improve- 


(continued on page 9) 





Table Ill 


FINANCIAL GAINS OF 


LEADING RAILROADS 


Fixed Charges" -Working Capital——— 

Est. % Amount 

Current 12/31/40 = Decline 6/30/45 12/31/40 Change 

Ate hison $8.7 $13.3 34.4 $56.7 $59.0 - $ 5 
Atlantic Coast Line 4.2 6.2 32.3 Zi. 4.3 +- 23.2 
Canadian Pacific 19.0 26.2 213 *88.5 50.3 38.2 
Chesapeake & Ohio 7.1 8.3 14.6 d 1.3 24.4 25.7 
Great Northern 8.6 14.2 39.2 21.0 20.3 0.8 
Illinois Central 12.2 16.4 25.6 18.0 7.7 t- 40.3 
Louisville & Nashville 6.1 9.2 5 a 48.0 24.0 +- 24.0 
New York Central 12.7 19.0 12.7 105.1 19.1 + 86.0 
Nickel Plate 3.8 7.0 16.1 6.1 1.6 + 1.5 
Northern Pacific 105 15.1 30.9 LL.57 20.1 8.6 
Pennsylvania 73.0 79.0 7.6 118.8 73.1 +. 45.7 
Reading 6.2 8.3 25.4 8.0 5.0 1 3.0 
Southern Pacific 22.0 39.4 44.2 99.8 14.6 + 85.2 
Southern Railway 12.9 16.5 21.6 38.6 17.4 + 21.2 
Union Pacific 12.8 14.9 14.1 196.6 18.9 +147.7 
Notes: Dollar figures in Millions. *Deceml 1944. TAdjusted for cash loss in September refunding 
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Voore-MeCormack 


Lines, Ine. 


108.000 Shares 
$2.50 Cum. Pref, Stock, Par $50 
500.000 Shares 


Common Stock, Par $10 


Ticker Symbol: MCL 


J. ROM the port of New York for over 
| 30 years the ships of Moore-McCor- 
mack have been steaming to the far ports 
of the world. The original company was 
founded in 1913 by Albert V. Moore and 
Emmet J. MeCormack. who are the ac- 
tive heads of the organization ioday, 

In the first vear of operation their SS 
Vontara sailed to Brazil. where it was the 
first United States flag merchant steamer 
to put in at a Brazilian port in 20 years. 
Today the company operates the Ameri- 
from New York 
and other Atlantic ports of this country to 
the East Coast countries of South America 

Brazil. Uruguay. 


can Republics service 


and Argentina. It also 
operates the Pacfic Republics service from 
our Pacifie ports to the same South Amer- 
ican East Coast countries and the Ameri- 
can Seantic service from New York and 
Atlantic Ports to Scandinavia and_ the 
Baltic countries. including Russia. 
During the war commercial service on 


these routes was suspended and Moore- 


“Brazil” 


Steamship 








ew Listings on 


FHE NEW YORK STOCK EXCHANGE 


; 





‘ 


McCormack’s fleet has been at war. requi- 
sitioned by the War Shipping Administra- 
tion for whom the company has been op 
than 100 vessels. 
including most of its own. 


erating as agent more 
in cargo and 
Mooremack has 
also provided terminal services during 
the war in the New York Harbor area. San 
Francisco and 


troop transport sery ice, 


California. 
and stevedoring services in the 
New York and Philadelphia. 


Its wholly owned subsidiary. 


Long Beach. 


port = of 


Commer- 
cial Dispatching Corporation. with offices 
in New York. Philadelphia. Washington. 
D. C.. San Francisco. Los Angeles. Port- 
land. Oregon and Seattle. has provided 
forwarding services as agent of the War 
Shipping Adininistration for all Lend- 
Lease water-borne export cargo destined 
to Russia. At the parent 
company has acted as ships’ agent in all 
U.S. ports for all vessels under control of 
the Soviet Government with whom the 
company has had long-standing relations. 


same time the 


Troop Carriers 


Since the end of hostilities most of 
VMooremack’s owned fleet. consisting of 
16 modern C-type vessels, has been bring- 
ing back large numbers of troops from the 
but the 
vessels to private operation is scheduled 
beginning not later than March 2 of next 
vear and the company looks forward to 


theatres of war. return of these 


the resumption of commercial operation 


Entering Harbor of Rio de Janeiro 





- Announcements of new listings of securities are | 
| confined mainly to a brief description of the issuing 

corporations’ business and facilities. Detailed infor- 
mation fs contained in the Listing Applications | 
which may be obtained from member flies, ¥ the. 


Stock Exchange. 


at that time, either with its own vessels o1 
others to be substituted until its own can 
he released from troop transport. 

1946. it is also hoped to 


resume the luxury passenger service to the 


In September. 


Fast Coast of South Ameriéa with the 
three “Good Neighbor” — vessels——the 


Irgentina. Brazil. and Uruguay. 

\s part of the program for expanded 
postwar service in- its three 
} type cargo vessels are being built 
for the company at the Ingalls Shipbuild- 
ing Yard in Pascagoula. Miss. The first 
of these has been launched and the others 
will follow at intervals of 


weeks, 


Plans are also being prepared for sev- 


routes. 7 
new C- 


about two 


eral modern-design combination passen- 
ger and cargo vessels for the Scantic ser- 
vice and also for the East Coast of South 
\merica and. as the Maritime Commis- 
sion has recently announced. studies are 
under way for new highspeed:luxury liners 
intended to replace the three Good Neigh- 
bor liners in the East Coast South Amer- 
ica service, 


(continued on next page) 


Mojud 


Hosiery Co.. Ine. 


265.212 Shares 
Common Stock, Par $2.50 


Ticker Symbol: 
MIV 


\V OJUD HOSIERY CO.. INC.. 
1 the large women’s 
full fashioned stockings. is the outgrowth 
of a small selling organization, 
in 19L9, and a hosiery knitting mill 
1925. both of which were 
owned and operated by members of the 
present Board of Directors. 


one of 
producers of 


founded 


started in 


The company was incorporated in Oc- 
tober, 1928. as Mock 
Company. Ine. 


. Judson, Voehringer 
and in September. 1944, 
the name was changed to Mojud Hosiery 
Co., Inc. in order to harmonize the cor- 
porate title with the advertised 
trade mark MOJUD under which the 
major portion of the company’s product 
is distributed through Mojud’s own sales 
organization to over 3.500 retail outlets 


widely 








such as department and specialty stores 
In every State. A limited quantity of 
VMojud hosiery is exported and the Mojud 
trade mark is registered or is in’ process 
of being registered in 8 foreign countries. 

From inception the business made 
rapid progress and greatly expanded its 
production, 

Operations are fully integrated from 
the preparation of the varn to the finished 
product. The largest Mojud manufactur- 
ing unit is at Greensboro, North Carolina. 
ina building containing about 150.000 
square feet of space. Here yarn is pre- 
pared (thrown) for both mills and about 
70 per cent. of Vojud’s production is 
knitted. The balance of knitting is car- 
ried on at Decatur. Alabama. in a build- 
f about 16.000 square feet. In thi 
Mojud plant in Lone Island Citv. New 
York. 65,000 square feet of space house 


Ing « 


the dyeing and finishing plants as well as 
the warehousing and distributing facili- 
ties. To serve customers jocated in the 
area west of the Mississippi. warehous- 
ing and shipping facilities are main- 
tained at the Mojud branch in The Mer- 
chandise Mart. Chicago. Illinois. 

In the vears prior to 1940. the entire 
production consisted of hosiery made of 
silk. Starting early in that vear. Mojud’s 
production facilities were partly em 
ploved in making stockings of the then 
newly invented nylon yarn. 

During the war. because the use of 
both silk and nylon was prohibited by 
War Production Board order, only ravon 


Battery of Hosiery 


ind cotton were used for hosiery. A few 
weeks after \-J Davy nvlon was released 
and the production of nylon stockings is 
under way in the Mojud plants. During 
1946. as the supply of yarn expands. 
Mojud expects to he in position to de- 
liver progressively increasing quantities 
of nvlon hosiery, Mojud intends also to 
make silk stockines when suitable raw 
silk is obtainable. 

Karly in 1942 the installation of a bat- 
tery of machines was completed for mak 
ing women’s seamless stockings in limited 
quantity. The production of this type of 
stocking will be increased as more ma- 
chinery becomes available. 

The « ompany has earned a profit on its 
common stock in every vear of its exist- 
ence. has paid dividends consecutively 
for the past eleven vears and in Septem- 
ber, L944. in addition to cash dividends. 
paid a stock dividend of 15 share of com- 
mon stock and |,; share of $50 par value 
5‘+ cumulative preferred stock on each 
share of common stock outstanding. 

In 1944, net profit was $4197.858 aftet 
payment of income and excess profits 
taxes of $1.154.762. 


Moore-McCormack 
Lines, Inc. 


(continued from page 7) 
VMoore-McCormack’s outstanding capi- 
tal consists of $5,400,000 par amount of 
82.50 preferred stock and 500.000 shares 


é tean 
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«wt. ut 





Seaming Machines 





4t South American Pier 


of common stock. The preferred is con- 
vertible into Common at the rate of 2!» 
shares of common for each share of pre- 
ferred until December 31 of this year and 
thereafter until December 31. 1950. at 
the rate of 2 shares of common per share 
of preferred. The common and preferred 
shares were first offered publicly in the 
spring of 1944, 

The balance sheet of June 30. 1945. 
shows a net depreciated investment in its 
fleet and equipment of about $20,000.000. 
There against are outstanding mortgage 
notes of .$2.627.000 issued to the U. S. 
Maritime Commission under the provi- 
sions of the Merchant Marine Act of 1936. 

The Act provided for the creation of 
capital and special reserve funds in which 
the Company deposits depreciation and 
portions of its earnings for investment in 
additional vessels and certain other au- 
thorized purposes, As of June 30. 1945. 
these 2 reserve funds had net cash and 
Government securities of about S10.- 
000.000 available for such purposes, 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE Excuance has been 
obtained from sources deemed to be 
reliable but THe EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 
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Railroads Grasped Opportunity Offered by 


men! mortgage, It should be mentioned 
in fairness to Union Pacific and Penn- 
svlvania that debt reduction and lower 
fixed charges were held down in order 
to preserve invested capital and prevent 
further vulnerability to excess profits 


taxes. 
Large Refundings 


Great Northern and Louisville & Nash- 
ville completed large refunding opera- 
tions. which cut sharply into debt service 
requirements for the post-war years. 
Santa Fe and Atlantic Coast Line estab- 
lished excellent records. and among the 
smaller railroads, Missouri-Kansas- Texas, 
Colorado & Southern, Pere Marquette 
and Delaware & Hudson have all made 
important strides in reducing annual 
charges. 

Regarding the present availability of 
working capital, Union Pacific, Pennsyl- 
vania and New York Central are the best 
situated. Both Union Pacific and Penn- 
sylvania will very likely utilize a large 
portion of these funds to redeem near- 
term bond maturities without the neces- 
sity of refunding. Great Northern, Read- 
ing and Northern Pacific have already 
utilized substantial cash funds in recent 
refunding operations, but present re- 
sources. together with increasing cash 
from earnings over the coming months, 
should enable them to rebuild their cur- 
rent position. 

The same prediction can be made for 


Nickel Plate, which has brought down’ 


working capital to $6 millions. The status 
of Chesapeake & Ohio is indeed surpris- 
ing. since it was the only important sys- 
tem which reported a working capital 
deficit on June 30, 1945. The railroad’s 
impregnable earning power and the pros- 
pects of larger cash when relief is ob- 
tained from excess profits taxes. call for 
consideration. for everywhere the com- 
pany s temporary condition is examined. 
Cash savings from the amortization of 
defense facilities should aid practically 
all railroads in 1945 and 1946. 


The most dangerous immediate threat 


to railroad solvency just before the war 
undoubtedly existed in the huge amount 
of approaching bond maturities. Now, 
there does not remain a short-term debt 
which could force any railroad into fi- 


War-Time Trafhe 


(continued trom page 0) 


nancial difficulty within at least 3 years. 
Even beyond that period. there are not 
more than a very few railroads which 
could be affected until after 1950. 

Among the limited number of railroads 
which might require a special program 
either through a debt readjustment plan 
or otherwise. are Lehigh Valley and II- 
linois Central, Lehigh Valley must make 
provisions for $48.5 millions maturing 
between 1948 and 1952: and Illinois Cen- 
tral has approximately $140 millions 
coming due between 1950 and 1955, It 
is quite possible a few more years of 
good earnings may enable these two com- 
panies to solve their problems without 
any difficulty. 

On the other hand, Union Pacific 
should certainly encounter no difficulty 
in redeeming the $156 millions of bonds 
of 1946-47, and the same holds true for 
the $91. millions Reading Company col- 
laterals for which provisions have been 
already made for retirement. Southern 
Pacific should handle the $24.7 millions 
San Francisco terminals of 1950 and the 
$60 millions of Central Pacific Ist 4s of 
1949, Southern Railway has _ roughly 
$116 millions of bonds due from 1951-56. 
but ample time remains to work out a 
satisfactory solution of this debt. 


Brief Summary 


\ successful handling is anticipated for 
the S10 millions of Albany & Susque- 
hanna bonds in 1946, guaranteed by Del- 
aware & Hudson. the $40 millions of ma- 
turities of Kansas City Southern in 
1949-1950, the $4915 millions of Atlantic 
Coast Line first ds in 1952. and the $44 
millions of Western Maryland first 4s 
also in 1952. New York Central has only 
$18 millions of Michigan Central bonds 
in 1952. and the financial problems of 
Baltimore & Ohio have been solved by 
the debt adjustment plan. 

The above mentioned bonds represent 
practically all important railroad ma- 
turities over the next decade. The rest 
are excellently situated with their impor- 
tant debt almost entirely on a long-term 
basis. The railroads. under reorganiza- 
tion. will emerge with strong finances. 
while those which completed reorganiza- 
tion do not have short-term obligations 
in their primary debt. 





Genesis of an Article 
And the Writer 


The railroads of this country han- 
dled in 1944 no less than 738.000, 
000.000 revenue ton-miles and 96.- 
VO00.000.000 revenue passenger-miles 
of trafhe with less equipment than 
in L918. In 1918. revenue ton-miles 
of freight amounted to 405.000.- 
000.000 and passenger miles aggre- 
gated 43.000.000.000. The differ- 
ences between 2 World War years 
seem equally as astounding as the 
immensity of the figures. The ques- 
tion naturally arises: what have the 
railroads been doing with the re- 
ceipts of transportation? The an- 
swer could be supplied in an article, 
so Philip J. Maggio, who makes a 
study of railroading. prepared a 
piece for THE EXCHANGE. 

\s many readers of the magazine 
have inquired about the experience 
and background of writers appear- 
ing in THE EXCHANGE, we may say 
something about Mr. Maggio. Prior 
to his present connection with a na- 
tionally-known research organiza- 
tion, he was with Standard & Poor's 
Corporation for 7 years, serving as 
associate railroad editor. Previous- 
lv. he served an apprenticeship in 
securities with a New York broker- 
age firm after being graduated from 
New York University in 1932. He 
has testified as an expert witness in 
reorganization proceedings before 
the Interstate Commerce Commis- 


sion. 











Speaking of Output! 

The increased capacity of American 
production is widely realized. of course. 
but how great is it in concrete terms? 
Take steel: the American Iron & Steel In 
stitute reckons that one-fourth of the in 
dustry s annual rate could suppl 

Five million automobiles, 900,000 
trucks. 4.000.000 refrigerators. 3.000.000 
washing machines. 5.000.000 vacuum 
cleaners, 4.000.000 electric toasters. 15. 
000.000 radios. 3.000.000 domestic fur- 
naces and 900.000 dwelling units. 









































7. following is an attempt to explain 
a few phases of bond trading, espe- 
cially since the New York Stock Exchange 
has altered its method of pricing certain 
bond issues. namely, part-redeemed bonds 

that is. 
original principal amount has been paid 


bonds on which part of the 


back by the issuing company. 

Bonds are issued in denominations 
ranging from S25 to, and sometimes ex- 
ceeding, S10.000. but. for the sake of 
simplicity, let the discussion be confined 
to a bond with a face value of $1.000. the 
unit in which bonds are traded on the 
Stock Exchange. 

Keeping in mind that we are working 
on the basis of a 31.000 bond. what does 
it mean when a bond is selling at 100? 
This means that it is selling at 100 per 
cent of the face value of the bond and. in 
order for an investor to purchase a bond 
of $1,000 face value. he must pay 31.000 
plus taxes. commissions and. possibly. 
accrued interest. Similarly, if a bond is 
selling at 90. it simply means that it is 
selling at 90 per cent of its face value or 
$900: if a bond is selling at 102. it is 
selling at 102 per cent of its face value 
or S1L.O2O0. 


Vanner of Quoting 


With the changed method of pricing 
few issues, disclosed in the table. all 
honds listed on the Stock Exchange will 
he quoted on the basis of the original 


d 


principal amount of the bond regardless 
of how much of that original amount has 
been redeemed. or. in other words. paid 
hack by the issuer. 

kor example. assume that a company 
pays back $200 of the original amount 
of each bond leaving $800 still to be paid. 
If this bond is selling at 80. it is selling 
at 80 per cent of the original face value 
of S1L,000, or S800 per bond. 

The question may now arise: how do 
I know when some of the principal has 
heen paid on a bond issue? The answer 
is that before purchasing any security, an 
investor should investigate the facts by 
consulting anv of the various manuals of 


10 








poracouedte 








securities or his broker. The Stock Ex- 
change designates “part-redeemed” bonds 
by the symbol PT RD which is added to 
the ticker symbols for the bonds. 


4s an Example 


While reading his newspaper. an in- 
vestor may run across the Abitibi Power 
X Paper Company's First Gold 5‘ bonds 
maturing on June 1, 1953. on which 
$527.25 (Canadian currency value) of the 
original principal amount has been paid 
by the company leaving only $472.75 
(Canadian currency value) still to be 
paid. and these bonds are selling at 
Does this mean that if he 
wants to buy this bond, he has to pay 
$1.120 when there is only $472.75 left to 


4 


he paid ¢ 


around 112. 


While the above is technically true, by 
further investigation it will be found that 
no interest has been paid on this issue for 
a number of years. and, under a plan of 
re-capitalization, the holders of these 
bonds will receive in United States cur- 
reney values new bonds as follows: $525 
on account of the remaining principal 


amount of each bond. S500 on account 


PRICING OF BONDS UNDER 


of back interest which has not been paid 
and S75 on account of interest on the 
unpaid back interest—in all, $1,100 
(U. S. currency value) of a new bond 
issue for each bond. 

The issues in the table on this page 
were formerly quoted on the basis of the 
remaining principal amount. and_ they 
are tabulated here in order to show that. 
irrespective of the method of pricing. the 
actual settlement price to the investor is 
the same as when the older method of 
quoting prevailed. 

For example. the Central Railroad & 
Banking Company of Georgia 5s of 1942. 
priced now at approximately 46 (46 per 
cent of $1,000 or $460 per bond). and 
$535 of the original 


amount remains to be paid. would, under 


on which only 


the old method. have been quoted at 86 
(86 per cent of the amount remaining to 
he paid). How is this figure computed? 
Divide the actual price to be paid for the 
bond ($460) by the amount of principal 
remaining to be paid ($535). 

Thus far. as the table indicates. the 
number of partly-paid bond issues on the 
New York Stock Exchange list is small 
and no markedly confusing element is in- 
ducted into study of the daily course of 
prices. The necessity for changing a long- 
established pricing svstem suggests, how- 
ever, that additions to the group are 
looked for from time to time. This being 
a probability. it seems worth while to 
reiterate that buyers should check with 
their brokers in cases where it is not clear 
to an investor whether a particular issue is 
partly-paid or not. 


ALTERED REPORTING SYSTEM 






































| Price on the Settlement Price 
Old Basis Price on the (excluding commissions 
(percent of |Present Basis and taxes) 
: Amount of | Amount of | the amount (percent of 
Original Principal Principal |of principal | the original Old Present 
} Amount Paid Remaining | remaining) amount) Basis | Basis 
ISSUE | Col. | Col. 2 Col. 3 Col. 4 Col. 5 Col. 4xCol. 3| Col. 5xCol. | 
aeerrn. | 
Central R.R. & Banking Co. | 
of Georgia 5s 1942 | $1000.00 | $465.00 | $535.00 | 86 16 $460.00 $4160.00 
Chicago Railways 5s 1927} 1000.00 | 250.00 | 750.00 90 | 67'% 675.00 675.00 
Childs Co. 5s 1943........ 1000.00 | 500.00 | 500.00 114 57 570.00 570.00 
Chatas Co. 5s 8957.......00 | 1000.00 | 500.00 | 500.00 114 57 570.00 





570.00 
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War’s Ending Begins to Record Industrial 


Results in Many Directions 


i He scaling down of Government buy- 

» in certain directions after Ger- 
mai\ s defeat presumably had effect in 
about abrupt alterations of 
many corporate income accounts in the 
middle months of this year. A glance at 
the table on this page will show where 


bringing 


the sharpest declines of earnings occurred 
during the 9 months ended September 30. 
Aviation and mining experienced pointed 
reversals of net revenue. and most of the 
groups with common stocks 
listed on the New York Stock Exchange 
fell behind their showing in the compar- 
able 1944 period. 

Rather surprisingly because of their 
heavy production of war implements dur- 


corporate 


ing the war, leaving them vulnerable to 
cancellations, the automotive 
group gained considerable ground. This 
was. however, with the reports of only 11 
of the 31 listed companies in hand when 


contract 


the table was made up showing increases; 
and of this small representation. General 
Motors accounted for the major part of 
the 1] per cent gain. 


Retreat of Aircrafts 


The aviation industry is rather sparsely 
covered by the tabled figures, only 6 of 
a dozen or more concerns appearing. 
(A fuller survey of the groups will be 
presented here next month.) A decline of 
close to 24 per cent in net income by these 
few. compared with the first three-quar- 
ters of 1944, pretty well bore out expecta- 
voiced when the fall of Japan 
joined with the collapse of Germany 3 
months previously, to cut away aircraft 
production from the previous peaks. The 
sharp recession of mining company earn- 


tions 


ings is not, however, explained clearly by 
developments of peace. Copper. a chief 
producer of income for this group. re- 
mains in short supply for ordinary com- 
mercial use, according to reports in trade 
circles, 

The railroad recession of nearly 8 per 
cent may be considered as a reflection of 
declining war tonnage, although all of 
this vear the carriers have been revealing 
smaller net than in 1944. 
that rail 


It is possible 
tend to even off 
with last year’s showing from September 
onward during the Winter. for the crop 
movement now is getting under way and 
traffic 


revenue may 


necessary to demobilization of the 
armed forces, supplying troops abroad, 


Aviation and Mining Groups of 
Companies Show the “Bite’’ of 
Altered Trends of Consumption 


and general exports of food stuffs and 
other essentials for the stricken nations 


overseas mean substantial Autumn and 
Winter haulage. 
It is not difficult to trace among par- 


ticular groups the lack of reconversion 
difficulties, also the enlargement of peace- 
time business. The 12.8 per cent rise of 
petroleum company earnings. with the 
majority of listed companies covered. re- 
corded effects of high volume. The strikes 
which affected production among several 
large units occurred later than September 
30 and so did not lay a damper upon 
earnings for the 9 months. Scoring a rise 
of close to 12 per cent. retail merchandis- 
ing merely painted a picture similar to 
statistics of the 
field which told of enlarged apparel buy- 
ing after de-mobilization got well into its 
stride. as well as the high general busi- 
ness of stores and shops throughout the 
vear. 


another derived from 


Shipbuilding and operating categories 
of listed companies disclose a retreat. al- 
though 3 concerns to be reported upon 
are insufficient to show more than an in- 
dustrial trend. It is only axiomatic to ex- 
pect a falling off in shipbuilding com- 


with naval construction 
sharply curtailed and plans for building 


of new merchant vessels mostly advanc- 


pany revenue, 


A simi- 
lar reasoning. connected with the end of 
hostilities, could hardly apply to the to- 
hacco group. where a 4.6 per cent decline 


ing through the planning stage. 


of earnings occurred. Again. the industry 
is not well represented in the tabled re- 
ports. although the 3 corporations cov- 
ered included large producers. It may be 
reckoned that rising costs of raw material 
and other items had a place in the 4.6 per 
cent decline for 9 months. 


Peace Production Appears 


The detailed figures of several indus- 
that 
the pulses of peace operations were be- 
ginning to beat 


tries besides those mentioned show 
with renewed force. 
Building construction. despite continued 
shortages of materials, gained 7.4 per 
cent, and the 13 companies whose reports 
are included covered a sufficiently wide 
area to trace a tendency with considerable 
power. The food companies. as has been 
the case through the last 3 years, again 
gained ground by 6 per cent over 1944, 
and amusement companies continued the 
strong contrasts which 
heen noticeable for a long time. 
In the machinery and metals division 
of companies the 3.4 per cent decline 


earnings have 


might be explained on the basis of re- 


NET INCOME OF 405 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 


First Nine Months of 1945 — By Industrial Groups 


Number Per Cent Change 
Number Showing In Group 
Number Showing Improvement Estimated Group Net Income 
Reporting Net Profit: (Ist 9 Mos. 1945 Net Income (ist 9 Mos. 1945 
INDUSTRY To Date ist 9 Mos. 1945 vs. Ist9 Mos. 1944) Ist 9 Mos. 1945 vs. Ist 9 Mos. 1944) 
Amusement 6 6 ! S 26.994.000 2.9% 
Automotive 31 31 1] 204.503.000 111.0 
Aviation 6 6 l 19 679,000 23.9 
Building 13 3 9 14.817.000 ae 
Business & Office Equip. 1 1 2 11.424.000 2.3 
Chemical 38 38 D4 166.335.000 0.2 
Electrical Equipment 9 9 } 62.006.000 ~ 0.6 
Financial 18 18 6 95.538.000 0.6 
Food 24 D4 1] 9? 166.000 6.0 
Machinery & Metals 16 16 18 18.859.000 34 
Mining 20 19 39.939.000 20.4 
Paper & Publishing 15 15 9 2) 024.000 0.1 
Petroleum 28 28 20 249.814.0090 ~12.8 
Railroad M0) 37 8 251 502.000 7.9 
Retail Merchandising 16 16 9 16.528.000 117.9 
Shipbuilding & Operating 3 3 l 2.238.000 12.1 
Shipping Services ) > l 1.868.009 11.1 
Steel. lron & Coke 29 28 14 122.644.0090 1.2 
Textile 1] 1] 6 14.936.009 0.2 
Tob eco ) 3 l 2 OOO.000 1.6 
Utilities oo 24 17 27 4.526.000 32 
Other Companies 17 16 5 37.7 68.000 6.6 
All Companies 105 398 193 $1.708.108.000 1.2 
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Discussion of Formula Plans 
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i] plic ation 


By a Specialist 


caled by the statement On page 
idi K “The iuthor does not 
sci entitled tl rlance of the selectio) 
Does S, e | Vid security issues, I[t is an { 
part ot investment management 
Ri. (Sasudors For the benefit of those who a 
» of securities tamiliar with formula planning. | 
irtied through say that a formula plan is a substitut 
-Vear periods ior forecasting the trend of the Ck 
book “Invest market. The formula planner. usual S 
Plans would a result of his own forecastiy x | ss 
lv as od a his experience with the forecast ol 
applied t others. has come to the conclusioy it 
Dow-Jones in no one can be sure whether the « K 
Dow-] es 40 market is -OINS up or down W 
far. He has learned. too. that some es 
varden anal advisers, as well as investors r 
i book describ over-optimistic as prices rise and 
1 and summer pessimistic as prices decline. This causes 
the cultivation them to hold. o1 even buy more stocks 
0) pounds it high price levels: and to fail to 
irrots than r even sell at low price levels st the 
fallow had Opposite of what they should do 
ne - Fluctuations Sure 
tatior ind 
ld produc rhe only thine the formula planner is 
sure of is that the stock market 
U1 to fluctuate. He therefore s 
1 “Tormula plan” which forces m ‘to 
2 whether sell stocks when prices are hich. and t 
do better thar DUV stocks when prices are low, 


period The Che only reason I used 
v MC, i 


the 4 al ce 
i mentioned averages for the for; 


i piar 
fia Pian 


plan to a cer illustrations in mv book is I did not int 
s ‘wil produce to be accused of employing hindsicht in 
ind holding the sel ction of individual securities If 
ified period, Ne Is to be permitted to use hinds; nt 
ssumes (he in the selection ef individual sec es 
Bo Bias why should he not also be permitted to 
es 40-bond use hindsieht in market trends ? In actual 


that | practice, if one’s selection of individual 
securities securities is better than the averages Is 
N thes could formula plan results. of course 
oe ee st so much better, 
Po repeat. the question is.| s ul] 
vhethe i given group of se es ill 
dado better (1) by formula-pla 
‘ Ol 2) by bi Ving and holdin 
' \Ir. Sanderson. if he would | 
well-devised formula plan to his 
S¢ rities. would find out that 
tion and summer fallow. would ] 
his results: but to pick an entirely 
ent Shoup Of securities, is ¢ 
~ ibbages for carrots. 
Very truly yours. 


Stened ) H. G. CARPE) 
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LE HAVRE, 


FRANCE 


[ have enjoyed the regular appearance of 
your magazine during my more than 3 years 
overseas. Thanks for the excellent: service. 

Carr. J. P:. 


Corps of Engineers. 


BOISE, IDAHO 


In the September issue of THE EXCHANGE. 
Mr. Baty’s article entitled “Go to History!” 
made mention of successful investors of his 
acquaintance who “live in cities far re- 
moved from the financial centers” who do 
not make use of the various helps obtainable 
in and around such centers in their trans- 
actions. This was heartening——especially the 
use of the word “successful.” for sometimes 
it has seemed to me that a person going it 
pretty much alone in picking times to buy 
or sell operates under handicaps. That is 
a personal impression. of course. and often 
| have made mistakes. But finding that I 
have company. and some doing very well. 
imparts encouragement for a deeper study 
of securities values. 


NEW YORK CITY 


I think. from what | read and the com- 
ment IT hear. that investors are becoming 
hardened to the thought that first-quarter 
earnings in 1946 are going to show sharp 
recessions. With 
devoted to such a development. it is difhiéult 
to see why stocks this month (November) 


public attention being 


have disclosed a pretty continuous demand. 


P, 


RARERISBUREG, PA. 


\ good time is here for measuring the 
extent corporations make public the facts 
about their operations and accounts which 
owners of stocks find most valuable. What 


with many companies taking advantage of 
war-time regulations to hasten the amortiza- 
tion of special facilities. balance sheets and 
income statements for 1945 seem destined 
to produce some odd comparisons with past 
results. Because such comparisons — will 
require closer study than normally is the 
case. the more complete the corporate ex- 
planations of actions taken. the easier it will 
be for stockholders to decide what 1945 
actually produced in the form of funds to 
declare dividends from. 


NORTHAMPTON, MASS. 


New Englanders. it) seems to me. are 
more prone to stress income provided by 
investments than are residents of other 
sections. A regular income from accumu- 
lated resources as separate from total 
income derived from investment income and 
personal earnings. You may recall how J. P. 
Marquand’s “John Apley” of Boston  re- 
called. on one occasion that the Apley 
family fortunes contained a considerable 


amount of Pullman — shares — securities 
bought in the past and laid away se thor- 
oughly that he had to grope into his mind 
to remember them. Well. with income and 
long-holding receiving emphasis. as they do 
among investors of New England. one won- 
ders where the New Englander is heading 
in process of replacing called-in bonds with 
others which vield a paltry 2's per cent. 
Times do. indeed. change. 


PEG@GSRIiA. FLL 


What impressed) me particularly 
about the tabled results of the “Buy and 
Sell Seldom™ plan (Mr. C. R. Sanderson's 
study in your October issue) was the extent 
of dividends paid over 12) years) on .an 


original investment of less than S15.000 > in 


Letters to the editor,inwhole orin part,are presented here asa contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


common stocks. Dividends totaling $13.500 
compared with an increase of only $3.866 
of capital worth over the period. Of course. 
dividend money is usually taken in and soon 
spent. but IF it is laid away. one could 
see in the tabled exhibit that it accumulates 
with considerable speed, That study was a 
real eye-opener to me. although dividend 
results are quite obvious if a person steps 
to think about them. 
G.. Hi. 


BALTIMORE. MD. 


Something which should be remem 
bered now! In 1929. a flock of traders in 
stocks with large accumulated profits (or 
capital gains. if you prefer) were unwilling 
to turn them into cash because “the Gov- 
ernment would take so much in taxes.” Do 
you remember? But income taxes of that 
year were far less than they are now. The 
point is that the idea of holding on rather 
than pay out a relatively small percentage 
in taxes acted to hold prices up at inordinate 
levels. until conditions changed and a host 
of speculators rushed to get out of stocks. 
thinking. in October 1929. not much about 
taxes but a great deal about getting theit 
original capital back. Is the same type of 
stubborn. thinking 
again? The incentive for it) is certainly 


erroneous going on 


greater than it was 16 vears ago. 


ol a eee 


JERSEY City, Ws 2. 


have a tendency to con- 
When 
they think prices too high. they simply stop 


Consumers 


trel the extent of price advances. 


buving. Tf vou are old enough. you can re 
call the “buyers” strikes” of 1921——perhaps 
they came a vear earlier or a year later. 
anyway they occurred and prices stopped 
voing up. | am confident that the same 
demonstration would be seen now if brakes 
were taken off of prices. 





torv Loa! urrent assets are in U. S. Government 

e Bonds. The Bonds of our Government 

hy General MacArthur radi ved) ire the only securities we have ever 
‘They * ecommended in the 153 years of 


battleship Missouri: ‘Ti 
f xistence. 


“Why” of this Vic 
our 


ne 
iomeward bound 
Victory Bonds. Invest in 


. 
Igvest in 
Hace instead of War! 


Series ‘FE’ Victory Bonds pay off best 
when you hold them for the long pull 
prior to maturity is to 
See the chart below 
the increase in 
at 


lo cash them 

cheat yourself! 
Black portions 
value over the original 
the end of the third vear, 
tenth vear. Note the greater increasein 
the second three years ...andtheeven 
greater increase in the st four years 


show 
investment 


sixth vear, 
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